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To Whom It May Concern:
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report entitled 4 Comprehensive Study and Review of Veteran Services in Pennsylvania,
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report.

Nevertheless, the Committee has decided to release the report to the General
Assembly and the public with the hope that it will stimulate a fuller discussion of this
important matter. We also note that the report includes a response by the Adjutant
General that directly addresses the Department’s concerns.

Sincerel

John Pippy
Chairman
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EXECUTIVE SUMMARY

A. Purpose

The Legislative Budget and Finance Committee tasked Defense Solutions, LLC, a Pennsylvania
limited liability corporation, to conduct a study to meet the requirements contained in Senate
Resolutions 124 and 131, both of which passed the General Assembly unopposed in the Summer
of 2005.

SR 124 calls for a study to identify the advantages and disadvantages of creating a separate
cabinet-level Department for Veterans Affairs. The more expansive SR 131 requires a
comprehensive study and review of veterans’ services in Pennsylvania, exploring a broad range
of options on how best to organize, fund, staff and operate veterans’ programs to provide the best
possible services to Pennsylvania’s veterans and their families in the most cost-effective and
efficient manner. While SR 124 focuses on the specific proposal to separate the Bureau of
Veterans Affairs from the Department of Military and Veterans Affairs, SR 131 concerns the
broader issue of how the Commonwealth could improve the delivery of veterans’ benefits — with
or without reorganizing State Government.

B. Research

Research for this report consisted of reviewing previous studies and websites of veterans’
organizations from Pennsylvania and other states; conducting scores of interviews with current
and former officials of the Department of Military and Veterans Affairs; distribution of
questionnaires to various stakeholder organizations to include Veteran Service Organizations,
County Directors of Veterans’ Affairs, the State Veterans’ Commission, the War Veteran’s
Council and the Advisory Boards at the Veterans’ Centers; review of a substantial amount of
information provided by the Bureau for Veterans Affairs; and telephonic interviews.

The Legislative Budget and Finance Committee previously studied this issue in 1991. Its report,
“Study of the Administration of Commonwealth Veterans’ Programs,” is remarkable, both
because it was well written and documented, and because of how relevant it remains even after
fifteen years. Many of the problems the 1991 study identified are still with us in 2006. And,
without a change in the approach to the delivery of veterans’ benefits in the Commonwealth, it is
likely that these same problems will still challenge the General Assembly, the Executive Branch
of State Government, and Pennsylvania’s veteran population fifteen or more years from now.

Two years ago, the Lehigh Valley Military Affairs Council (LVMAC) completed its June 2004
“Veterans’ Benefits Services Report: A Study on Compensation and Pension Claims Services in
the Lehigh Valley and Commonwealth of Pennsylvania” a self-initiated and independent analysis
that was not underwritten, sponsored or funded by any other agency, organization, or individual.
Through this study the LVMAC performed a significant service for the Commonwealth’s
veterans, and it should be commended.
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The leadership of the Department of Military and Veterans Affairs (DMVA) — both the Adjutant
General and the Deputy Adjutant General for Veterans Affairs — could not have been more
helpful in the preparation of this report. Every request for information was responded to in a
timely and thoroughly professional manner. Both officials expressed the belief that the findings
of this report should focus on what is best for the Commonwealth’s veterans and “not on whose
ox may be gored in the process.” | hope we have lived up to this high standard.

C. Findings

The provisioning of veterans’ benefits in the Commonwealth of Pennsylvania has been a
problem for several decades. Even the most cursory examination reveals inconsistent
provisioning of services and benefits, and an arcane and ineffective bureaucracy. During our
research, we encountered many well meaning, but largely untrained administrators who guide
veterans through the bureaucratic maze to obtain services under Federal or Commonwealth
entitlement programs. The healthy and intelligent veterans often find the system agonizingly
painful, bureaucratic, inconsistent, and demeaning. Those in ill health or infirm don’t find it that
pleasant.

The Department of Military and Veterans Affairs and its subordinate Bureau for Veterans Affairs
are well-run, well-managed organizations that do a credible job serving Pennsylvania’s veterans
with the limited resources provided. However, the resource constraint is significant —
particularly the constraint on qualified staff to assist veterans with their claims. As a result,
Pennsylvania ranks in the bottom one-quarter of all states in the receipt of federal funding for
veterans’ programs. The fact that Pennsylvania is consistently near the bottom in the receipt of
federal funds overwhelms all other problems that the Bureau and Department face in regard to
support for veterans.

In FY 2005, total US Department of Veterans’ Affairs expenditures averaged $2,896 per veteran
nationwide. Pennsylvania’s 1.12 million veterans averaged only $2,364 per veteran, meaning
that $532 less was spent on federal veterans’ programs in the Commonwealth than was spent on
average nationally. Only eight states received a lower per veteran expenditure. If Pennsylvania
were to raise its receipt of federal funding up to the national average, it would receive an
additional $594.3 million dollars worth of federal funds, and Pennsylvania would experience an
additional $1.367 billion dollars in economic activity a year.*

This point is worth repeating. If Pennsylvania were to invest sufficient resources to bring federal
spending for veterans’ programs up to the national average, it could produce nearly $1.4 billion
in economic activity in the Commonwealth every year. With 1.67 million veterans — and
significantly more claims officers than Pennsylvania — Texas averaged $3,227 per veteran in
federal funding in 2005, an average of $863 more per veteran than Pennsylvania received. If
Pennsylvania were to receive what veterans and veterans’ programs in Texas receive, it would
total more than $964 million in direct federal funds and $2.22 billion in economic activity.

1. Based on an estimated statewide economic multiplier effect of 2.38. Source Econsult
Corporations (2006).
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The discrepancy in veterans’ funding is real and cannot be attributed to geographical or other
environmental discrepancies. For example, New York has virtually the same number of veterans
as Pennsylvania — 1.13 million compared to 1.12 million. Yet last year, according to the US
Department of Veterans’ Affairs, New York received $725.6 million dollars more from the
USDVA than did Pennsylvania. In fact, New York received more federal dollars in every
category as shown below.

GEOGRAPHIC DISTRIBUTION OF VA EXPENDITURES FOR FY 2005
Expenditures in $000

Veteran Total Compensation Education & Insurance & Medical
STATE _ Population™ Expenditures & Pension Voc Rehab Indemnities  Construction & GOE
New York 1,132,703 3,365,992 1,211,440 151,405 117,364 15,456 1,870,328
Pennsylvania 1,117,004 2,640,348 1,099,113 73,050 93,452 9,491 1,365,242

The study team review of veterans’ programs in Pennsylvania and elsewhere found:

-- The Department of Military and Veterans Affairs and its subordinate Bureau for Veterans
Affairs are well-run, well- managed organizations that do a credible job serving Pennsylvania’s
veterans with the limited resources provided.

-- Pennsylvania does not provide adequate resources to the Bureau for Veterans Affairs so that it
can adequately assist veterans.

-- Most other states resource their State Veterans’ Affairs organization to garner a higher degree
of federal funding than does Pennsylvania. The competition for federal resources is intense.
And for all practical purposes, Pennsylvania steps aside and lets other states garner the resources.

-- That reorganizing State Government without providing resources commensurate with the
mission and responsibility will not solve the problems and could make matters worse.

D. Major Recommendations
This study, as does its immediate predecessor, makes the following major recommendations that:
-- Adequate resources be provided to administer veterans’ programs within the Commonwealth.

-- Oversight of all veterans’ programs within the Commonwealth be administered by a single
organization.

-- The Bureau for Veterans Affairs be separated from the Department of Military and Veterans
Affairs and established as a separate, cabinet-level Department and headquartered at a location
other than Fort Indiantown Gap.
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-- That the head of the new department be empowered to advocate on behalf of the
Commonwealth’s 1.2 million veterans.

Pennsylvania’s ranking in the bottom one-fifth in terms of receipt of federal funding per veteran
is not new, nor is it a problem created by the current Administration. It is clear these problems
have been with us through Republican and Democratic Administrations and have not appreciably
changed under one party or the other. However, it does appear to be a problem of organization,
leadership, and priorities — not just one of funding. It is the study team’s belief that an
empowered Secretary for Veterans’ Affairs in charge of an adequately resourced Department can
more effectively interact at the federal level and garner substantially more federal funding.
Other states are doing it. Pennsylvania can do it too.

The purpose of this report is to propose a way ahead, not to assign blame. However, it would be
irresponsible of the study team not to point out what it believes to be a conscious, institutional
policy of benign neglect, a policy of ignoring the situation instead of assuming responsibility for
managing or improving it. At all government levels (Federal, State, and local) and throughout
the Veterans’ Service Organizations, we found conscientious workers who are working hard on
behalf of our veteran population. But the fact remains that no matter how hard these dedicated
public servants and private citizens work, their small numbers are not adequate to address the
needs of an aging population of 1.12 million veterans. In this case, the benign neglect
specifically means that both the Federal Government and the Commonwealth -- those
responsible for funding, staffing and supporting veterans’ programs -- have not provided the
resources necessary to adequately address the needs of our veterans.

The cabinet official currently responsible for veterans’ programs is the Adjutant General. The
current Adjutant General is arguably the best friend that veterans have had in the post in decades,
but there is a difference between being a friend and being an advocate. With thousands of
Pennsylvania soldiers and airmen deployed in a combat zone and more likely to deploy, it is
understandable, even commendable, that the Adjutant General would prioritize the military side
of her responsibilities. But, in the opinion of this study team, it also means that the veterans of
earlier wars, and even the veterans of the current conflict, are not the top priority; and as a result,
are deprived of a voice in state government dedicated solely to veterans’ issues.

Veterans’ organizations, the State Veterans’ Commission, the War Veterans’ Council, the
County Directors of Veterans’ Affairs, and the Advisory Boards at the six Commonwealth
operated veterans’ homes all share the responsibility and blame for the inadequate state of
veterans’ affairs in the Commonwealth. Rather than being aggressive “advisory” bodies to
government leadership on veterans’ issues, these bodies tend to be passive and deferential.
There appears to be an acceptance among veterans’ organizations that the situation cannot or will
not change for the better. As important, there is little or no vision or consensus among veterans’
organizations across the Commonwealth as to the way ahead. Worse, there is virtually no
outrage at the current state of affairs. The unmistakable conclusion is that while many
opportunities exist to improve the provision of services to Pennsylvania’s veterans, there is little
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organized support or opposition to any steps the General Assembly may take, or chose not to
take, regarding the reorganization of the Department of Military and Veterans Affairs.

All arguments for or against creation of a separate cabinet-level Department for Veterans Affairs
are moot in the absence of additional State funding. While a clear economic argument can be
made substantiating a strong return on investment from these additional funds, the first
assumption that must be made is that additional resources will be made available to create and
staff a new department. In the absence of additional State funding, creating a new department
will drain resources away from veterans’ programs and could do more harm than good.

A summary of recommendations made throughout the report is found in Section VII. Paragraph
C.
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. PURPOSE

The Legislative Budget and Finance Committee (LB&FC), a Joint Committee of the
Pennsylvania General Assembly, contracted with Defense Solutions, LLC in January of 2006 for
the purpose of conducting a “Comprehensive Study and Review of Veterans’ Services in
Pennsylvania” to meet the requirements contained in Senate Resolutions 124 and 131, both of
which passed the General Assembly unopposed in the Summer of 2005.

SR 124 calls for a study to identify the advantages and disadvantages of creating a separate
cabinet-level Department for Veterans Affairs. The more expansive SR 131 requires a
comprehensive study and review of veterans’ services in Pennsylvania, exploring a broad range
of options on how best to organize, fund, staff and operate veterans’ programs to provide the best
possible services to Pennsylvania veterans and their families in the most cost-effective and
efficient manner. While SR 124 focuses on the specific proposal to separate the Bureau of
Veterans Affairs from the Department of Military and Veterans Affairs, SR 131 concerns the
broader issue of how the Commonwealth could improve the delivery of veterans’ benefits — with
or without reorganizing State Government.

The impetus for this engagement stems from the well-known fact that the veterans served by
Pennsylvania — namely, the aged, veterans with dementia, veterans with physical disabilities, and
veterans with a right to Federal, State, and local benefits and pensions — face a system that is
challenged by the Commonwealth’s geographic size, changing demographics, stagnant funding
and dispersed support systems that remain fragmented and without an overarching infrastructure
or management. In addition, the Department of Military and Veterans Affairs, specifically the
Bureau for Veterans Affairs, struggles with streamlining veterans’ services in a cost-effective
and efficient manner. As a result of these challenging factors, Pennsylvania’s current system of
veterans’ services suffers from lack of justification for additional resources, inert staffing, and
inconsistent implementation of services, that has resulted in a continuum of care for our veterans
that is not complete and consistent. Moreover, the unique evolutionary nature of Pennsylvania’s
veterans’ system has made it increasingly difficult to accurately measure performance and
outcome across a wide range of service providers, organizations, and stakeholders. The
combination of these factors provided the catalyst for the LB&FC’s request of Defense Solutions
to generate a comprehensive system analysis and recommend possible solutions for change and
improvement.

The timeliness of the LB&FC’s Request for Proposal (RFP) release for this engagement is also
important to note. SR 124, referred to State Government May 26, 2005, requires that “the study
to determine the advantages and disadvantages of creating a separate cabinet-level Department
for Veterans Affairs” be completed twelve months after the ratification of the resolution.
Additionally, SR 131, referred to State Government June 17, 2005, requires the LB&FC to file a
report containing its findings and recommendations no later than November 30, 2006. The final
results of this project will help the LB&FC prepare for the upcoming legislative session that will
address critical veterans’ system of care, programmatic and financial concerns within the state.
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As specifically highlighted by SR 131, the Department of Military and Veterans Affairs has done
an outstanding job in managing and overseeing the growth of Pennsylvania’s veterans’
programs, including doubling the number of veterans’ homes over the last ten years. They have
been faithful stewards of the limited resources provided.

As noted in SR 124 and 131, the expected outcomes of the project were delineated as follows:

A comprehensive study and review of veterans’ services in Pennsylvania

This Study includes an examination of how veterans’ services are organized, managed, funded,
and staffed at the state and local levels as well as a review of the composition, functions, and
duties of the State Veterans’ Commission and the advisory councils for veterans’ homes. A
comprehensive, professional evaluation of veterans’ issues and management of these issues is
both timely and necessary in light of the increasing number of veterans returning to Pennsylvania
from active duty in Irag, Afghanistan, Kuwait, Kosovo, and elsewhere.

Compare how veterans’ services are provided in Pennsylvania to the provision of services in
other states.

As part of this project, the LB&FC is seeking information from other states as to how they
provide similar services to their veterans, the cost of those services, and the organizational
structures selected to deliver the services. The data obtained from this research will enhance the
outcomes of this engagement by providing necessary input to guide the General Assembly’s
decisions regarding recommended changes to the current systems.

Provide recommendations on how Pennsylvania should best organize, manage, fund, and staff
veterans’ programs at the state and local levels.

The recommendations proposed should suggest: modifications to the mix of veterans’ services
currently offered at the state and local levels; an appropriate structure for maximized delivery of
veterans’ services to Pennsylvania veterans and their families in a cost-effective manner;
available strategies for veterans’ providers to increase efficiency; and a cost comparison between
Pennsylvania’s veterans’ system at present and that of a system that has implemented the
recommendations proposed.

The Study’s recommendations should offer advice on how they are to be seamlessly integrated
into the current organizational and programmatic systems.

Review and consider the costs and benefits of a broad range of options for best providing
veterans’ services, including, but not limited to, reorganizing the executive branch of state
government to establish a separate Department for Veterans Affairs.

With a greater need for the National Guard and Reserve units to respond to local, national, and
international military situations increasing the demands and responsibilities of the Department of
Military and Veterans Affairs; as well as, veterans’ issues continuing to grow in number and
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complexity and the management of these issues becoming more challenging than ever, the final
outcome of this project is a differentiation between the advantages and disadvantages of creating
a separate cabinet-level Department for Veterans Affairs, including the fiscal impact of
separating the Bureau of Veterans Affairs from the Department of Military and Veterans Affairs.

The study team sincerely hopes that this report meets the requirements of the Pennsylvania
General Assembly and contributes positively to the discussion about how to best administer
veterans’ programs in the Commonwealth.
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1. Methodology

A. Project Kick-Off Meeting

Defense Solutions began this engagement with the facilitation of a project kick-off meeting with
the Legislative Budget and Finance Committee (LB&FC) on January 9, 2006. The Defense
Solutions project team met with Executive Director, Mr. Phil Durgin, to provide team member
introductions, ensure that all project goals and objectives were understood, and that the scope of
work described in the project work plan included all of the necessary steps to achieve the desired
outcomes. During this meeting, Defense Solutions had the opportunity to discuss and determine
which data elements were needed from the Department of Military and Veterans Affairs
(DMVA) staff by completing a walk-through of an initial data request. Further, our discussion
provided the Executive Director with the opportunity to relay thoughts, suggestions, and
concerns with regard to the project. These were noted by the Defense Solutions team.

B. Data Collection Process

After the initial data request document was revised with input from the Project Kick-Off
Meeting, including the delineation of a responsible party for each data item, it was submitted to
the Adjutant General and Deputy Adjutant General-Veterans Affairs. Data was forward to
Defense Solutions in full as it was prepared by DMVA staff. Upon receipt of data items, the data
request document was updated by Defense Solutions and shared with the LB&FC. The
completed data request document has been included in the Appendix to this Study. Smaller
follow-up data requests were sent to individuals within other Pennsylvania Departments and
Agencies when there was a need for further information. The members of the DMVA team
provided extensive, valuable data request information in a timely fashion, in a true spirit of
effective cooperation.

C. On-Site Visits

Throughout the engagement, Defense Solutions Project Manager, COL (Ret) Timothy Ringgold,
traveled throughout the Commonwealth to collect further data by conducting interviews with a
representative variety of state staff and relevant stakeholders. Additionally, the Defense
Solutions team attended several State Veterans” Commission meetings in order to gain
stakeholder feedback: team members attended sessions of the Pennsylvania War Veteran’s
Council and attended the advisory board meetings at the State operated veterans’ homes. Several
team members also participated in tours of the DMVA headquarters at Fort Indiantown Gap and
at the Scotland School for Veterans’ Children to obtain a first-hand account of the current make-
up of veterans’ programs and benefits.

D. Drafting the Interim Study

After completion of extensive interviews and on-site visits, the Defense Solutions project team
gathered, sorted, and analyzed all of the data and information received and collected. A number
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of follow-up interviews were conducted with Pennsylvania stakeholders to ensure that all
perspectives were understood and incorporated into the Study. Defense Solutions developed a
final version of the Interim Study once all of these steps were complete. The Interim Study was
submitted to the LB&FC for review on May 12, 2006 along with the intent to distribute it to
stakeholders, as well. Feedback from the LB&FC and other stakeholders was encouraged.

E. Acquisition of Stakeholder Feedback

Both the LB&FC and the study team throughout the project considered stakeholder input a high
priority. Substantial steps were taken during the data collection and discovery phases to
interview stakeholders with a variety of perspectives and involvement in the veteran delivery
system across the Commonwealth, from the US Department of Veterans’ Affairs, the US
Department of Labor, and State Veterans’ organizations from other states. Stakeholder input
was a focal point throughout the development of this Study and was an essential element in the
decision process.

F. Revision of the Interim Study / Drafting of the Final Study

The stakeholder feedback obtained through the distribution and presentation of the Interim Study
was analyzed by the project study team and incorporated to produce a revised version of the
report. As necessary, the recommendations were restructured to better align with the long-term
and short-term goals of the LB&FC. Once Defense Solutions’ recommendations for the
enhancement and betterment of veterans’ programs and benefits in Pennsylvania were finalized,
the project team incorporated them into the Final Study. It was the goal of the project study team
that the Final Study be written as specifically as possible to ensure a smooth transition toward a
revised veterans’ service delivery system and to provide a suitable framework for the legislative
decision process.

The incorporation of stakeholder feedback into the Interim Study resulted in minor changes in
the findings and recommendations and substantially increased the focus of the Final Report on
the structure and support needed to organize the proposed Department to garner a larger portion
of federal funding. Following the submission of the Final Report, the study team leader and as
required, other members of the study team were available for travel throughout the
Commonwealth to participate in public hearings to discuss and explain the study’s major
findings and proposed recommendations.
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I11. How Veterans’ Benefits are Administered

It is important to the Pennsylvania General Assembly, as well as Pennsylvania’s veterans, that
the study team fully document the programs and services available to veterans in Pennsylvania.
The following Section will discuss in depth the involved agencies and organizations, available
benefits, eligibility criteria, and a brief analysis of each program. A more in depth analysis will
follow in Section IV of the primary issues.

A. Organization of DMVA / BVA
Current Situation

The Pennsylvania Department of Military and Veterans Affairs (DMVA), through its Bureau for
Veterans Affairs (BVA), administrates the state Veterans’ Homes, the Scotland School for
Veterans’ Children (SSVC), and five smaller veterans’ benefit programs. The Department is
also the designated agency in charge of coordinating state veterans’ programs offered by other
Commonwealth agencies. The total cost of Commonwealth veterans’ programs during FY 2005
— 2006 exceeds $145 million including federal and other augmenting funds. $93 million of that
total is state funds, with the largest single program being the state veterans’ homes costing $83
million, a 4% increase from FY 2005. The Governor’s proposed FY 2006 — 2007 budget for
Commonwealth veterans’ programs is approximately $98 million.

Present Infrastructure

The Adjutant General’s Office, established by the Act of April 11, 1793, is the headquarters of
DMVA, an administrative agency under the Governor’s jurisdiction. The primary duties of the
Adjutant General are the administration of the Pennsylvania National Guard, the state veterans’
homes, the state’s veterans’ benefits program, and the Scotland School for Veterans’ Children.
BVA, by legislative mandate, is the official liaison between federal, state, and local government
agencies on all matters concerning veterans’ benefits. The Adjutant General administers the
BVA through the Deputy Adjutant General-Veterans Affairs.

DMVA'’s stated mission is two-fold:

The National Guard Mission is to prepare for combat, to perform worldwide operations,
providing global reach and global power projection in support of National objectives and to
provide trained personnel to support state and local authorities in time of natural disaster or civil
strife at the command of the Governor.

The Bureau of Veterans Affairs’ mission is to provide advice and assistance to Pennsylvania's
1.12 million veterans, to provide quality care to aging veterans, to create responsible citizens and
develop life long learning in the veterans’ children who reside at Scotland School for Veterans'
Children.
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There are currently six state veterans’ homes, including Hollidaysburg Veterans’ Home
(Hollidaysburg); Pennsylvania Soldiers’ and Sailors Home (Erie); Southeastern Veterans’ Center
(Spring City); Gino J. Merli Veterans’ Center (Scranton); Southwestern Veterans’ Center
(Pittsburgh); and Delaware Valley Veterans’ Home (Philadelphia). The Scotland School for
Veterans’ Children is located in southern Franklin County, near Chambersburg.

Other veteran service related facilities include: sixty-seven County Directors of Veterans’
Affairs’ offices; seven Governor’s Veterans Outreach and Assistance Centers (GVOAC); the
Pennsylvania Veterans’ Memorial located at Fort Indiantown Gap; and seventy-seven
Pennsylvania Department of Labor and Industry Job Center Offices.

The Pennsylvania General Assembly mandates, with certain duties and responsibilities, the State
Veterans’ Commission, the Pennsylvania Memorial Commission, and the Veterans’ Homes
Advisory Councils. There are a number of other stakeholders in Pennsylvania, like the
Pennsylvania War Veterans’ Council, The American Legion, Veterans of Foreign Wars of the
United States, Disabled American Veterans, and other Councils and Commissions, who all seek
to assist Pennsylvania’s veterans.

United States Department of VVeterans’ Affairs

The United States Department of Veterans’ Affairs (USDVA) spent more than $2.66 billion in
Pennsylvania in 2005 to care for nearly 1.12 million veterans who live in the state. In 2004,
256,485 veterans (22.4%) received health care and 126,360 veterans and survivors (11%)
received disability compensation or pension payments from USDVA in Pennsylvania. More
than 13,944 veterans, reservists or survivors used Gl Bill payments for their education, 58,044
owned homes with active USDVA home loan guaranties and 1,879 were interred at Indiantown
Gap and Philadelphia national cemeteries.

USDVA operates eight medical centers in Altoona, Butler, Coatesville, Erie, Lebanon,
Philadelphia, Pittsburgh and Wilkes-Barre. There are eight USDVA Readjustment Counseling
Service (RCS) Centers located in Erie, Harrisburg, McKeesport, Philadelphia (two centers),
Pittsburgh, Scranton and Williamsport, thirty-three VA outpatient clients located across the
Commonwealth and one mobile clinic based in Wilkes-Barre. A Geriatric Research, Education,
and Clinical Center (GRECC) in Pittsburgh provides support to VA medical centers within
Pennsylvania and to other VA facilities in nearby states. One of the USDVA’s nineteen
employee education centers is located in Erie, and one of three Pension Maintenance Centers
nationally is located in Philadelphia.

USDVA regional offices in Philadelphia and Pittsburgh serve veterans and their survivors in
Pennsylvania who are seeking USDVA financial benefits. USDVA has three national cemeteries
in Pennsylvania with one more planned.
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Organizational Make-up

Veterans’ issues are the responsibility of DMVA, with a Deputy Adjutant General-Veterans
Affairs (DAG-VA) assigned to handle veterans’ programs through the BVA. A Deputy Director
supports the DAG-VA for Veterans’ Assistance and there is a Director of Veterans’ Homes.

The vast majority of manpower of the Bureau, 1,971 of 2,192 personnel, is directly assigned to
the six veterans’ homes and Scotland School for VVeterans’ Children.

About 11 personnel are authorized for veterans’ benefits services, including clerks (Programs
and Benefits divisions). Of these, the Commonwealth fields up to four accredited, state-
employed Veterans Service Officers (VSO), one is assigned to Wilkes-Barre and one to Fort
Indiantown Gap, and one each at the Philadelphia and Pittsburgh USDVA Regional Offices.

The state county code requires Directors of Veterans’ Affairs in every county and assigns to
them the responsibility for veterans’ benefits services/counseling, among other duties. The
DMVA is not in administrative or supervisory control of these county service officers.

Pennsylvania’s Veteran Population

US Code Title 38 established federal benefits for veterans and their family members. Section
101 of this title defines a veteran as someone “who served in the active military, naval, or air
service, and who was discharged or released therefrom under conditions other than
dishonorable.” The section continues on to define in detail the terms used. In short, veterans
are people who served in the US Army, Navy, Coast Guard, Marines, or Air Force on active
duty. They must have received a discharge that was “honorable,” “under honorable conditions”
(sometimes called a *“general discharge”), or “under other than dishonorable conditions.”
National Guard and reserve members do not earn veteran status unless they have been mobilized
by the President, have prior federal service, or were disabled as a result of their duty. It is
important to note, however, that each veteran benefit program usually includes additional
eligibility criteria.

The specific populations covered by this study include all residents of Pennsylvania who are
veterans of the Armed Forces of the United States who were discharged with other than a
dishonorable discharge and who therefore may have a claimed right to access of state veteran
programs and benefits. This includes: veterans of all former and current wars as well as
peacetime active duty service of sufficient length and character as to qualify for veteran status.
The scope of this study did not focus exclusively on veterans accessing state benefit programs,
like residency at one of the state operated veterans’ homes, rather the study focuses on the
collective veteran population of at 1.12 million male and female veterans and their survivors
residing in Pennsylvania.

2. 38 US Code, Section 101.
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Table I1-1: Pennsylvania’s Veterans (FY04)
Population Demographics

Pennsylvania Veterans FOPUEITON SR oy

DMVA
Veteran Residents of Pennsylvania 1,145,919*
Male Veterans 1,083,383
Female Veterans 62,537

Source: VetPop2004 (*2006 estimates is 1.12 million, see Table 11-5)

Table 11-2: Pennsylvania’s Veterans (FY04)
Regional Demographics

Regional Demographics Regional Population

(108th Congress)

US Congressional District (01) 39,893
US Congressional District (02) 43,795
US Congressional District (03) 63,488
US Congressional District (04) 63,724
US Congressional District (05) 65,112
US Congressional District (06) 57,132
US Congressional District (07) 57,151
US Congressional District (08) 58,237
US Congressional District (09) 64,135
US Congressional District (10) 68,386
US Congressional District (11) 69,792
US Congressional District (12) 68,623
US Congressional District (13) 55,504
US Congressional District (14) 62,496
US Congressional District (15) 60,785
US Congressional District (16) 50,551
US Congressional District (17) 65,589
US Congressional District (18) 65,811
US Congressional District (19) 65,713

Source: VetPop2004

Older veterans as a group represent the dominant component of demand for veterans’ services.
While the total veteran population is in decline across the regions of Pennsylvania, the over 65
and over 75 population groups are increasing in total and as a proportion of the total veteran
population. Moreover, this aging veteran population will continue to increase.
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Table 11-3: Pennsylvania’s Veterans (FY04)
Age Demographics

Age Demographics Age Population
Veterans, Ages > 80 148,341
Veterans, Ages 75 - 79 126,343
Veterans, Ages 70 - 74 125,444
Veterans, Ages 65 - 69 107,541
Veterans, Ages 60 - 64 120,940
Veterans, Ages 55 - 59 167,491
Veterans, Ages 50 - 54 87,426
Veterans, Ages < 49 262,392

Source: VetPop2004

Table 11-4: Pennsylvania’s Veterans (FY04)
Era Demographics

Era Demographics Era Population
Veterans of World War 11 211,316
Veterans of Korean War 149,673
Veterans of Vietham War 335,124
Veterans of Gulf War 124,852

Source: VetPop2004

Nationally and in Pennsylvania, the number of veterans is declining. As Table 11-5 illustrates,
the number of veterans in Pennsylvania is estimated to significantly decrease between 2005 and
2025 with an overall decline of 42 percent in that time period. Of course this estimate does not
take into consideration unknown policy factors that could influence the number of future
veterans, like a return to conscription to provide manpower for current and future conflicts.
What is certain is that any policy that influences the quantity and health of future veterans will
impact how veterans’ services are administered.
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Table 11-5: Pennsylvania’s Veterans
Past, Present, and Forecasted Population

Year Population ‘
2000 1,267,086
2005 1,117,004
2010 970,726
2015 839,425
2020 731,661
2025 645,082
2030 574,691

Source: VetPop2004
Analysis

As fully documented, there is currently an established infrastructure for administrating veterans’
programs in Pennsylvania. While inefficiencies and recommendations for change have been
identified, the system is currently operational. As of May 2006, the Bureau had 19/20 filled
positions.

Bureau of Veterans Affairs Organization Chart

DEPUTY ADJUTANT GENERAL
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EXECUTIVE OFFICE
ASSISTANT MANAGER
DIRECTOR DIRECTOR
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B. Commonwealth Veterans’ Programs

In recognition of their service to the United States and Pennsylvania, qualified veterans receive
special consideration through many Commonwealth veteran programs. These veteran programs
are administered by several agencies, including DMVA, the Department of Labor and Industry,
and the Pennsylvania Higher Education Assistance Agency. While many state agencies are
involved in administering veteran programs, the Adjutant General of DMVA is charged by § 1 of
Act 1975-92, 51 Pa. C.S.A. 8 902(11), with coordinating all matters relating to veterans’ affairs
with other Commonwealth agencies and the respective agencies of the federal government.

The key findings stemming from our review of Pennsylvania’s veterans’ programs delineated in
this Section address the programmatic issues. These findings serve as the basis of our
recommendations in Section VI for improving the efficiency and effectiveness of veterans’
services.

The following is a listing of veterans’ programs administered by Commonwealth Agencies.
Although not necessarily fully funded by the Pennsylvania General Assembly, veterans look to
the responsible Commonwealth Agency to access these benefits.

BVA Program Analysis

Defense Solutions’ system analysis covered the seven programs administered by BVA.

-- State Veterans’ Homes, 51 Pa.C.S.A. §902

-- Scotland School for Veterans’ Children, Act of 1893, P.L. 171
-- Veterans’ Emergency Assistance, 51 Pa.C.S.A. 88501-8505

-- Educational Gratuity, 51 Pa.C.S.A. 88701-8703

-- Real Estate Tax Exemption, 51 Pa.C.S.A. §8901-8906

-- Blind Veterans’ Pension, 51 Pa.C.S.A. §7701

-- Paralyzed Veterans’ Pension, 51 Pa.C.S.A. 87702

The analysis of each program reveals whether or not the needs of target populations are being
met, if services within the program are appropriate and efficient, if the funding for the program is
sufficient / appropriate, an analysis of costs per client for the program, and any findings on
variance of costs attributable to geography, economies of scale variances, or reimbursement
programs. The findings included in the below system analysis influenced each of the subsequent
recommendations that are including in Section V1 of this Study.
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Table 11-6: Veterans Served Annually by DMVA
Program Totals (FY05)

Program Number Served by
DMVA (Annual
Approximation)
State Veterans’ Home (Jan, 2006) 1,461
Scotland School for Veterans’
Children (Jan, 2006) 288
Blind Veterans’ Pension 120
Paralyzed Veterans’ Pension 216
Emergency Assistance Program 1,654
Educational Gratuity Program 135
Real Estate Tax Exemption Program
(Applications Processed) 1,170

Source: DMVA Documents

1. State Operated Veterans’ Homes

Overview of Services

The State Veterans’ Home Division of DMVA is comprised of a headquarters component at Fort
Indiantown Gap, that supports the six State Veterans” Homes. It is the mission of the
Pennsylvania State Veterans’ Homes to provide individualized quality health care to the veterans
of Pennsylvania and their spouses in a home-like atmosphere. Specially trained staffs provide
modern preventive and rehabilitative services while encouraging residents’ self-choice, well-
being and dignity. Residents are encouraged to achieve their highest level of function and to
maintain self-determination and independence.

The term “State Veterans’ Home” means a home established by a State for Veterans disabled by
age, disease, or otherwise who by reason of such disability are incapable of earning a living. A
Veterans’ Home may provide nursing home care, domiciliary care, hospital care, and/or adult
day health care in combination with another level of care. Hospital care may be provided only
when the State home also provides domiciliary and/or nursing home care. In the case of
Pennsylvania, nursing home care and domiciliary care are currently offered. Nursing care occurs
at all levels including dementia and skilled care. By definition, a resident is eligible for
domiciliary care if he/she is not challenged by one or more deficiencies in the activities of daily
living.

Admission to the facilities is on a first come, first served, basis, and is open to honorably
discharged Pennsylvania veterans and their spouses. Even though there is a base per diem
charged to residents, the rate charged to each resident is based on the ability to pay. The fee is
all-inclusive for all goods and services.
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The six State Veterans’ Homes are strategically located throughout the Commonwealth of
Pennsylvania. Demographics and data, as of 31 May 2006, concerning the homes are as follows:

Pennsylvania Soldier’s and Sailor’s Home
Erie, Erie County, Pennsylvania

Opened: February, 1886
Nursing Care/Dementia Bed Capacity: 75

Personal Care/Domiciliary Bed Capacity: 100

Total Bed Capacity: 175

Total Beds Assigned / %: 151/ 86%
Authorized Number of Employees: 162

Hollidaysburg Veterans’ Center
Hollidaysburg, Blair County, Pennsylvania

Opened: June, 1977
Nursing Care/Dementia Bed Capacity: 347
Personal Care/Domiciliary Bed Capacity: 167
Total Bed Capacity: 514
Total Beds Assigned / %: 459 / 89%
Authorized Number of Employees: 603

Southeastern Veterans’ Center
Spring City, Chester County, Pennsylvania

Opened: December, 1986
Nursing Care/Dementia Bed Capacity: 192

Personal Care/Domiciliary Bed Capacity: 112

Total Bed Capacity: 304

Total Beds Assigned / %: 255/ 84%
Authorized Number of Employees: 316

Gino J. Merli Veterans’ Center
Scranton, Lackawanna County, Pennsylvania

Opened: November, 1993
Nursing Care/Dementia Bed Capacity: 184

Personal Care/Domiciliary Bed Capacity: 16

Total Bed Capacity: 200

Total Beds Assigned / %: 194/ 97%
Authorized Number of Employees: 261

Southwestern Veterans’ Center
Pittsburgh, Allegheny County, Pennsylvania

Opened: November, 1997
Nursing Care/Dementia Bed Capacity: 204
Personal Care/Domiciliary Bed Capacity: 32
Total Bed Capacity: 236
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Total Beds Assigned / %: 226 / 96%
Authorized Number of Employees: 264

Delaware Valley Veterans’ Home
Philadelphia, Philadelphia County, Pennsylvania

Opened: November, 2002
Nursing Care/Dementia Bed Capacity: 150

Personal Care/Domiciliary Bed Capacity: 41

Total Bed Capacity: 171

Total Beds Assigned / %: 165/ 96%
Authorized Number of Employees: 232
Recapitulation

Total Bed Capacity All 6 Homes: 1,600

Total Beds Assigned / % All 6 Homes: 1,450/ 91%

FY 05-06 COSTS FOR VETERANS AFFAIRS (State funds)
VETERANS’ HOMES $ 79,584,000

Although the impact has not yet been seen at veterans’ homes, a new group of eligible veterans is
emerging from Desert Storm and Iraqi Freedom. Due to the nature of their injuries, veterans’
homes across the Commonwealth and nation could begin to see applications for admissions from
veterans with multiple amputations, traumatic brain injuries, and post traumatic stress-related
injuries once they have completed the acute care phase of their treatment.

Recognizing the opportunity for efficiency, resource, and cost savings within the structure and
processes of the State Veterans’ Homes and their administration, DMVA solicited a contractor’s
assistance to: (a) analyze the administrative and health care process at its six veterans’ homes
and administrative headquarters; (b) conduct detailed process analysis; (c) benchmark the
veterans’ homes processes against proven industry norms and standards; and, (d) evaluate
current administrative processes, organizational structures (including management structures),
and staff recourses being utilized; for the purpose of providing detailed process workflows for
the processes analyzed and providing recommendations for process efficiencies. On April 24,
2006, DMVA selected and awarded Affinity Health Services, Inc. the contract to perform this
effort with an expected completion date of September 29, 2006. The timeliness of this
assessment and analysis is important, as this type of detailed study analysis of the Veterans’
Homes and its Administration has never before been contracted. It is our recommendation that
the General Assembly review the final products of this study.

The mission statement of the agency reflects the knowledge that DMVA is focused on providing
quality care for those veterans with special needs. As a result of factors like age, gender, case
mix, diagnosis, demographic changes, and recent and current wars, the BVA must continue to
evaluate its services on an ongoing basis and ensure that the care and services provided are
appropriate to its mission and responsive to the changing special needs of the veterans’
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community. DMVA’s long-range strategic operating plans and capital budget goals are to ensure
that each of its Veterans” Homes is able to provide the highest quality of care to its residents in a
therapeutic, highly adaptive, and dignified environment, in a most stewardly manner.

Individuals served by the Veterans’ Home system—namely, the aged veterans, those with
dementia, with traumatic brain injuries, with physical disabilities, and with developmental
disabilities—face a system that is challenged by the recruitment of qualified, professional staff.
Moreover, the unigue evolutionary nature of the BVA’s system has made it increasingly difficult
to accurately measure performance and outcomes across a wide range of Homes. The
combination of these factors provided the catalyst for DMVA’s request to generate a
comprehensive system analysis and recommend possible solutions for change and improvement.

The tremendous growth of state veterans’ homes in Pennsylvania, having doubled to six (6)
Homes in the past twelve (12) years, has brought challenges in uniformly managing these health
care facilities, making it increasingly difficult to accurately measure performance and outcomes.
Pennsylvania, like many states, is faced with significant waiting lists and increased demand that
can only be met with a comprehensive system of long-term care services that is well-developed
and reasonably funded.

During the data collection phase of this study, the study team heard numerous discussions about
the need for a 7th -- and even an 8th -- state-operated veterans' home to be located in the greater
Harrisburg area. The demographic distribution of veterans across the Commonwealth and the
current location of the six Veterans Centers indicate the need to address the geographic
imbalance. Whether a 7th state-operated Veterans' Center is the answer to this imbalance is
beyond the scope of this study. Before endeavoring to create additional homes, the Bureau for
Veterans Affairs or the proposed Department for Veterans Affairs will need to study the
demographics to determine the needs of the Commonwealths' veterans ten, twenty, thirty years
or more from now and how best to address those future needs. It may be that creating new
homes is warranted. It may also be true that the needs of today's veterans and those in need in
the future, can more easily be met through contracted use of private sector facilities rather than
by creating additional state bureaucracy in the form of additional veterans homes. Similarly, at
some point, the BVA or the proposed Department may want to study whether the entire veterans'
home program could be better managed by private sector contractors rather than by state
government.

2. Scotland School for Veterans’ Children

Overview of Services

Established in 1895, the Scotland School for Veterans’ Children (SSVC) is a unique, state-
funded institution offering quality residential education to the children of Commonwealth
veterans. It is the only institution surviving a group of forty-four leased facilities that cared for
veterans’ children from 1864 to 1912. The Scotland School and a similar institution in Indiana
are the only two state-operated institutions in the nation that are still in operation. The Indiana
school has expanded enrollment to include children of non-veterans. Ohio closed its veterans’
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children’s home in 1997, leaving Scotland School as the only, state-operated school exclusively
for veterans’ children. The Department of Military and Veterans Affairs has operated the
Scotland School since 1996.

As of February 13, 2006, there were 285 students in grades 3 through 12 in residence. The coed
student body is composed of children from Pennsylvania, regardless of their financial situation.
There are no financial requirements for admission, and the only costs to the families of the
students are small refundable breakage fees.

Students are housed in “cottages” on the school’s very attractive 186-acre campus located in
southern Franklin County near Chambersburg. Each cottage houses 12 students led by a
professional house-parent. Although they eat their breakfast in their resident cottage, all students
dine in a universal dining hall for the other two meals. Mealtimes are more or less separated by
grades or age groups. The food service is provided under contract by a non-government, private
sector catering service.

The SSVC staff is led by a Superintendent supported by an Assistant Superintendent, Director of
Programs, Director of Student Affairs, School Principal, and HR Officer. The school staff
numbers between 40 — 45 persons including teachers, instructors and professional staff. All of
the teachers hold the current professional certifications as required by Pennsylvania’s School
Code.

The school building itself was erected in 1932 with some later additions like a full-size
auditorium and recreation facilities, including an indoor, Olympic-size swimming pool. There
are well-maintained athletic fields, and despite its small High School population, the SSVC has
been able to field competitive athletic teams into the Blue Mountain League. The SSVC
participates in both male and female organized sport activities.

The SSVC has hosted a federally recognized Junior ROTC program since June 1980. All
students, both male and female from Grade 9, are required to participate in this youth program.
Although the classes of instruction are separated by academic grade, the formations are
integrated without concern for the age or grades of the cadets. This program is fully federally
funded, including the salaries of the instructors, the cadet uniforms and other military equipment.
The military staff is composed of three persons, led by a Chief Warrant Officer as the Senior
Army Instructor, and two Army Instructors, both retired NCOs. In addition, the JROTC supports
and operates a volunteer, non-uniformed corps of 7th and 8th grade students, known
affectionately as the “Raiders.”

Generally speaking, the “above-the-budget” activities available to the students are financially
supported by Pennsylvania Veterans’ Service Organizations. The various veterans’ groups
donate funds for items like the Senior Prom, several Christmas parties, picnics, the presentation
of the class rings to each Junior Class, and other similar events. As an example of the veterans’
generosity, all members of the Class of 2005 received $1,000 college scholarships from The
American Legion.
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In 1996, the SSVC created a Scotland School Foundation for the purpose of establishing a capital
reserve fund. This fund, currently led by former Superintendent Frank Frame, maintains itself
through donations and fundraising efforts. As an example of this effort, last year, the “Tree of
Lights” effort raised a total of $44,580. The Capital Campaign that ended on May 11, 2005 has
accumulated pledges of $1,171,753.25 with 77.8% or $910,878.00 already in hand. These
monies are used to cover many unfunded maintenance and beautification efforts.

Programmatic Findings

The Scotland School could be -- perhaps should be -- the pride of Pennsylvania. But, for a
variety of reasons, the school’s physical facilities have been allowed to deteriorate to the state
that many of the late 19th century buildings are no longer habitable. Some long neglected
buildings are only useful for storage.

Despite attempts to diversify the student population, many of Pennsylvania’s 67 counties do not
have any students in attendance. The largest majority of students are from Philadelphia. As a
result, most Members of the General Assembly have few or no constituents in contact with
SSVC students.

Enrollment has declined to approximately 285 students as of February 2006 while the combined
faculty and staff total about 130 personnel. This very low student to faculty/staff ratio makes the
per student cost very high.

With a combined federal and state budget in FY2006 of approximately $9.23 million, the total
cost to operate the Scotland School is more than $43,000 per student per year -- an amount
about $10,000 per student per year higher than the National Average tuition to attend a privately
operated college preparatory boarding school (the amount paid to send a student to the school but
not necessarily the full operating cost per student) -- however, of that $43,000, $511 is Federal
funding and of the rest, $2,122 is PDE Augmentation that would have gone to the public school
that the student would have attended were he or she not enrolled in the SSVC.?

According to the Scotland School Superintendent, current facilities and staffing could
accommodate a “50% increase” at only marginal costs. Assuming that his statement is accurate,
a 50% increase in enrollment would raise the student population to about 425 and lower the per
student costs to less than $29,000.

Approximately 22% of the SSVC budget is classified as “Augmentation” funding. This entry
represents payments from the school districts that the SSVC student would otherwise be
attending. If the SSVC Superintendent is correct and student enrollment could increase 50%
without adding faculty or facilities, these additional students should generate additional federal
and augmentation funding — possibly reducing the need for some of the state funding.

3. According to the “Boarding School Review,” the national average cost to attend a
college preparatory boarding school is about $33,000 per year.
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SCOTLAND SCHOOL FOR VETERANS’ CHILDREN
Annual Operating Budget

FY02-03 FY03-04 FY04-05 FY05-06 FY06-07
(budgeted)
State 8,167,000 8,000,000 8,593,000 9,223,000 9,592,000
Federal 481,000 506,000 500,000 511,000 515,000

Augmentation 2,216,000 2,032,000 2,313,000 2,122,000 2,224,000

Total 10,865,000 10,538,000 11,406,000 11,856,000 12,331,000

The Scotland School for Veterans’ Children was not a major aspect of this study. Our study
team did include a former SSVC faculty member who both taught and resided on campus for
eight years. This background, combined with other experiences and observations, led the study
team to conclude that SSVC is a valuable institution and worthy of being saved. But, to save the
SSVC also requires modifying operations to make it cost-effective. In this regard, we offer
several additional recommendations that may warrant further study.

These recommendations include:

Should the General Assembly decide to retain the Scotland School as currently organized, the
number of students enrolled should be increased to lower the per student costs. In addition to
simply increasing the enroliment, SSVC should expand its recruiting activity to include the entire
state. The broader representation in the student body from across the State could increase
support for the school in the General Assembly.

Should the General Assembly decide to retain the Scotland School as currently organized, even
at the low student enrollment, additional funding on the order of $2 million per year for five or
more years is required to restore the dilapidated physical facilities.

Other options to reduce the per-student operating costs might include:

e Maintain the residential character of SSVC but eliminate all teaching and enroll the
students in local schools. The Veterans’ of Foreign Wars National Home for Children in
Eaton Rapids, Michigan (www.vfwnationalhome.org) sends its residential students to
nearby public schools.

e Retain SSVC, but privatize its operation.

e Close SSVC bhut retain the support to veterans’ children by contracting with private,
boarding schools in the Commonwealth to enroll students based on age, gender, geography
and special needs.

A decision to modify, retain, or to close Scotland School should rest on more than a simple
analysis of potential savings. Savings are important, but first and foremost we urge the General
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Assembly to consider what is best for the children. It would be a mistake to take away what may
be a child’s only chance for a safe and nurturing environment without providing a viable
alternative. The last bullet item written a